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‘W/ : POSITION OF NORWAY
WITH REGARD 70, T 607 STAGE OF THE LIBERALISATION OF TRADE
REPORT BY THE SPECIAL RESTRICTED COMVITTEE

. I. GENERAL

NOTIFICATION BY NORWAY

1. On 27th October 1950, the Norwegilan Delegation informed
the Secretariat that Norway was invoking Article 3(a) of the
Code of the Liberalisation of Trade to Justify her inability to
free 60% of imports on.private account in the socctor of manu-
factured products,

ESTABLISHMENT OF THE RESTRICTED COMMITTEE

’ 2 Ih accordance with Article 18 of the Code of the Liberall-
. satlon of Trade and the Council Decision of 18th August 195@
: /C 50)247( Fina1g7 the Secretary~General immediately set up a
¢ 5@@01u1 Restricted Comnittce to examine the Norweglan Memorandum
containing the liberalisation measures roferred to in Article 2(a)
of the Code. '

After lots had been drawn, the Committee was constituted
as follows H :
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: Mr, CHRISTIDIS oo ‘.; jEer@Cb)
e Mr. o FLEMING LT United Kingdom)
Mr. FRIIS T ?Danmark)
Mr. GCETZ S e SJermany)
Mr. KLOSS (Austria)
S In Mccordﬂncc with Articlé 7.of the Council Decision

[T oO)247(F1nclL7, the Committece elected Mr. CHRISTIDIS as its
Chairman. A United States renresentative attended the Comniittee's
meetings but did not take part in thce discugsions leading to

its conclusions. Finally, the Dclogato for jlorway WS roquosted
to answer questions and to give the Committec some additional
information,

IT. THE COMIITTE 'S FINDINGS

4 Having examined all the cvailable facts, together with the
-additional information suprlicd by the Norweginn Delegation, the -
Committee took note. of the fecllowing wmein peints, before making
its conclusions ' ’ . '

Bl Whereao shipping was included in total imports in Norway‘s~
official trade returns, it was not taken into nccount in the
Norwegian memorandum 1n calculating the liberalisation percentages
in the SuCtOP of menufacturcd prcducts. The Committee considered
that, since Annex B of the Code leid down thot liberalisation
percontﬂges should be based on the officizl trade roturns of Member
countries for the year 1948, 1t could not adnit any departure from
thls principle. Such a doparture would crecte an undesirable
precedent, Furthermorc, imrorts of shipping hod already been
taken into account in the calculations on which Norway's quota in
E.P.U. had veen based. The libcralisetion pcercentages accepted

by the Committec were thorefore as follows :-

TOEAL veevnveevoennnnnnnane 44.7%
Agricultural products ..... 67.5%
Rew materinls ovevevensens 83,6%
Menufactured rnroducts  .... 29.49

6. However, the dquestion of the inclusior of shippring was borne
in mind by the Comnittec when it examined the reasons which had
prevented Norway from reaching the rcgquired ncrcentage in the
category of manufacturcd products. Since imports of shipping during
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the reference year 1948 amounted to 40% of imports of monufactured
products, Norway would have been obliged, if 1t could not contem-
plate the llbrrlll‘“u¢OH of wny cqfcbory of shipping whatever,

Lo frec nesrly all manufactured products other than shipping in

~order to reoch the liberalisation P(PCCMtL“P fizxed by the Councill,

FALANCE OF PLYMENTS

4 +

e ; - Tn cxrninlnw tho balance of payments difficultics which
night rosult from ony exbension of Nerwayts 1iberaligation
measures, the Committee consldoread *thtlf Nerwoy'n balance of
payments vis-dA-vis the monetar, orco of O.RelieCe Momber eoun-
trics, end sccondly, tho nma&1b1 cifoety on hoer dollar reserves
of any gold or dollar poeyments she might boe obllgod to make in
scttlement of deficits incurrcd insidec B.P.U.

8. The iol]ow1n” F1~1r,u.,su1pli@d by the Agent, 1llustrate
the cvolution of }WPW’v’S balance of parments vie-f-vis the
monctary arca of M,nbcr countrics.,

»

Feriod < . Neb deficit (§ million)
4th quqrto% 1948 62
lst 1949 . 25.8
and n 1949 21.8
srd " 1949 24,6
4th " 1949 38,1
let " 1950 3548
2nd n 1950 31lel
3ed " 1950 11.2

Qctober 1950 (provisional)20,1

In congldering these figures, sccount should be taken of

the devolustlion of the Norwoglon kronerin Septembor 1949, which
had the eoffcct of increcsing tho valuo of the dollar in relation
to the ?rond“by 42%.  The £ gures show thet, after o substantisl

¢ficit 1n the fourth quﬂrtfr of 1949 the pogition improved
%towdliw untill Octobor this vear, Both the third que rter and
the Octmber deficlt itsolf must Lo regaldod as cxeeptiornal
since pert of the imports which wore to have boen offocied during
the third quarter worc postponcd, the 1106“0(5 for the goods '
concerned bolng susvended un[il such time a8 thoe quota and initial
position allocated to Norway in BE.P.U. woerc kFnown. Tho granting
of Thesgc licecncos locd to on ap reciable inercaso in payments in
forelgn currenclcs which is roflected in the figures of the
October deficite. Furthermorc, sales of old ships worc particularly
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wlarge during the third quarter, amounting to approximately 5%
million dollars, wherrag during the whole of the first cight

WOWt%ﬂ of 19% R tH“v amounbcd to unl3 10 m11110n dullaru.
f9. : Tho bﬁl nce of pa ymunts estlmates flr 1950 51 as comrunicated
to the Organisation in Dcceomber 1949 show:d a probablc deficit

of 73.7 million dollars, Norway'!s new cstimates, based on the:
assumption that the lovel of liberalilsatisn of manufacturcd
products will bo maointained at 29% foreses a deficlt of 115,.2:
million dollers, This incrﬁﬁau in the ex- cotud dellClt is due.

in oart¢cvlqr, to 1.

(a) a chango in tho terms of trade, .

(b) the amorjizQ'“‘l of dwbtu to some Member countries
which moy have to be completed in a °bortcr reriod
thﬁn originally cxpectedy :

(c) the rutting intc force of a new systom of allocation
of foreign currcney for tourisis,

(d) the swltcir to G.E.E.C. countrics, after direcct aid
had becen reduccd, of certein nvrchascs proeviously
made in the doellar arca,

On the cothor hand, the Norwegion Dclegwtinn believes that Increased
rscelipts from frbl"ht charges, together with certain snccial
credits, might make it possiblc to cover rart of the deficlt

caus ¢d by factors listed above.

10. The cxpenditure requircd for stoekmiling raw materials and
for imolcmentlng tho defonce programme has not been included in
these figures in ony case, it iz not known whether or not it
will be covurcd by other rcesources. Novertheless, four months
have alrcady cle psc4 sinec the beginning of the period covered
by the. eutlmqt - and during this pcrlod the, deficit amncunted

to only 3143 milLlon dolle rs.  This fact, among othor consldera-
tions, has lod tho Comuittec to doubt whether the aenticipated
dOflC}t will in faoct be reached, :

11, Even if the deficit were roached, it scoms unllkily that
Norw“V's position in E.P.U., teking 1ntu ccecount her initial
posltion and quota, would be 8 uch as to oblize her to meke a gold
payment greater than about 3 milliun dellirs ot the ond of the
period 19 0-51; this is shown by the following figurcs ¢

Approved For Release 2002/08/15 : CIA-RDP83-00415R012900110005-1



Approved For Release 2002/08/15 : CIA-RDP83-00415R012900110005-1

-5 - C(50)548

=

:AEquMQt“d TC “P'lublVC d cit'to.Jﬁno

1951 coe T L 11s
Initiel position: o L+ 60
20%'of quota-(éoo) S + 40

Deficit Lo be 11nkhceﬂ Trom the seccond

MErancho ' _ , = 15
ol which 20f‘1 y b]u in ﬁold ilc. %)

12 Worwaytg bLthy Lu m“ot tn*; loss (or any additional
logs regulting from furthorp l¢hcrd113ation)‘d~hﬁnﬂu on hor
20ld and doller bolonco ror 1980-51 .and her roscrves.  The
Committen urui(wm_t‘und“ that Norway is nlamnine to achieve an
approximate balonee in her doller nccounts in 1950-51 on the
bagsis of ald at the rate of 40 million dollars taking account
of tho “bﬂvu~montimnci logg of gold to the H. P Ue and that no
reluxation in thoe stringeney of dollar imponte rostbrictions ‘is
cocontemnlated, TH(PL will Lnu be 1ittle if any scope for
financing eny deller losges duc to furthcr llbnf”ll”ﬂtlﬂn, save
from the rescrves. Theso QP 88 rescrvos, meuph reecntly
rising, are not very. lavgee, Includln@ gold (backing of bank notes)
they amounted to 95.3 millions of dollars at t%o cnd of October,

15. " In the above csbime tes, allowence has beon made for tho
fact that during the poeriod 19?]-58 there will be a doficit of about
75 m111Jﬂn Hull“w”, of -which Norwoy has bo take account ‘wHhorn cons
doring the permigdoiblo droin on the ro csorves in 1950-55. Nover-.
1plusp, it 'may be possible to cover thoe lotter by ‘means of
anothor 1n1 tial pogition or furthor credilto, :

FPPEﬁTu OF_ N LITIRALISATION MRASURES A

14, The Committoo notod that a Ubottnmﬁl-“PO“OPtLOﬂ of Norway!'s
trade is with 0.0.0eCe Mombe i countrlos.. In 1948, this amounted
to 61% of totﬁl tP”du, and to 67.5% during the Iirst silx months
ol 195 O.‘-

log , Tho Comnittee conside Pud thL ofiuct Lho freeing of shipping
would have on Norway'ls 1o SlbLOn.‘ It nouted tho follow1ng pointa :

~the h)wwowlgn DO]OW“LLOH indicated that aprlice Llono already
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i%??ittod for the import of ships amounted to about 70 million
ﬁﬁ4oirﬁ§v§¥ig mfdu no allowance for eny odditional applications
Which ﬁé;gl‘ii gﬁ@f i§ & rosuit of liveralisation. If, however,
Tmpe b oot ;wn§i3 fL?Q»GI-tPQH?&CthH, payments for. these

i tot&l~a£o£ﬁ% (: ?% ever oogiven pericd, only about 204 of
s b&laﬁcv Oﬁ)lﬁ:}@g?s Placed would have en immediote offect
P, roﬂﬁiti;~pg=e;h5§ +p }950-51. Mcercouver, the increased
incrgdso‘inureoﬂiyfulgd LaCSG Imports would lead to a rrogressive
owners would béb1543 ??C§$?Ogoﬁinfr§®apg. on the cthor hand, ship-
o roudd be lees inelined b 7 oand raite canital abroad
cﬁggfﬁéyoifggﬁvﬁf.tuﬁinfii;b bet%mfeﬁlatuly felt on the count;y's

ursoney e sk Lelly, although sconor eter 1

Sﬁqinizplng from Euyepo w?uld have to be slfwgg éd£§T iipsgg;ed
ﬂ;;c ggg gg??%gtfﬁl%pc;al}saticn of LldB catezory of goods might
have the offce i diverting considerably amcunts of investment
ccapltol roquired for the country's industrisl re-cquipment i th
g:ufomlgbsoctors. Nevertheless, the Committes folt taﬂt i#wgighfer

2 PAgaiblo Eo onvs aom B pEd 13 n eonfim ' .
oor%aigit;;oEcu%nzizggbo;lgtrtlal liveralisation confined_tg ’

6 "ho NI . - ‘

i“:u]*l?: EOTQLtEQC alece censidored the ropereussions which might
b v nom TS LYy F e dAm L o o v L T il - oL L 5 d L
“ﬂ{“Tirr*q“P %% Libercalisition of marufacturd nroducts other ?hqn
SRR RN Of a1 EREZ eyt v - e '--l v i

SE e rocucts in thig crtogory way be Jivided inbo two

<o

Erours, L.c. copitel rocds cehid 5y
TOULS, rleGs copitel pocds (muchlnory) or consumor goods (textiles),

4

Fa .}

17, T8 ‘A, THEt e Tres - TR, . s :

tut q_?:f ijmﬁptuc hod considerable dir lerltr In cetimating

ne probable offeets on the bolenco of matmes b ~ 11 111511

ihtor' L:‘ ﬁr‘\}_' t‘l")l')f“ (Y )"‘t"\ ~ H’)." ’. o o lC :J (J_L N p‘\‘hsmk}ll"t:‘} Of -l']‘blcraliSlng
oo géfCEE:N”SMI?ggilos. Accorling to cortasin Norwegian cstimates
Sesloviloets misht be vory concidoroble Por exnn , it )

booh cstinatod Flet tha apy ComeLtelRbDLC. For example, it has
'ifu?fﬂﬁﬁégitu%‘ti“? the %1bufﬂll$&tlun of Imjorts o% téxtilesu

b Anvelved as 1T probebly weuld, the abol it " ’

Eb vod (EL probably wli, ©h6 aboiition of elothes
?{L}unlpg, nlght invelve an dncrcescd impopt o 300 million kroner
TeCe abiut 40 3 e - A p oy £ hnn e C

on%i&nétiué“ég ?}11#:3 _uilara) per anuum.  Azain, it heas becn
oovaiibod Lasl thc llborelisation of impe Sf machin to 1

' ! SooLlburelisatic 1 dmports of machinor o oy
.?%%ﬁ' chur Scan@1nav1an countrics el ww mighb cost as mgoingg gggvay
allllon krener (i1.e. about 14 willion To0llars) ner:annwa.l '

r ’('b va oha) 5 e - .
1§%FOC£deComm;tﬁbu h?? tried to5 obtain some 1den of the possible
nf é“riigr éiﬁ?ﬁd?d 11»wri1i3&tion Ly en examination of the ef'fect
. 30 =, ensions (\:i‘" i .\jlqg)—]icgrxt]"_, e Ve 4 PR : ’ .,"‘ s 4
oL oL Xtonsi e sRRealleationg., Bebtwobn the first eilp
?;fgfz<l?rlgé& mgg the Lirst, eight months in 1850 the value of ent

17y & oo participants of soods alroen ; g0 ~ J
s i il - AT A S El.._l"\:)rl] 111”" < 1. 3 -):I. ‘
5. gen wLarticiponts of g 2y liberaliscd rose by some
507 Over tk134@dl+ul the price leval of all Norwogian i %°
rose by some 10%. On this basis the § o ot
by soue %ou n 15 basis the inerease in real imports of

ReYa RN :¥e £y i il
}%:EP;jL?Jé %fods gwhich Inelulo not morely monufacturcd goods but
alLso L C':'.S ) s ¢ ! <31 ey b 3 o ot N \ i e
3 Uils ‘na raw materials ) from partizipants may have risen
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by aone 40% in volume. There would, of coursec,. nc doubt have

heen scme increasc in thoso imports even in the absence of liberal-
isation.  On tho other hand, when applying such a perccntage to
the calculation of the possible effects of future liberalisation,
it rist be horne in mind that countries as a rule tond to-liber-
alise first thosc products in which the offccts of liberalisation
will be least warked, '

19. The effccts of libcralising imports into Norway cither of
investment goods or of consumer goods are undoubtedly accentuated
by the cxistence of a considerable amount of unsatisficd demand
in toth scectors.. Though the inflaticonary pressure is probably
less marked at tho vresent time than in earlicy years,. the
persistence of rationing and supply shortages In the consumer
goods scetor, and of unsatisficd demands for import licences 1n
the investment goods scoctor,. provide covidence of suech prossurc,
The oxistence of a volume of means of payment substantially in
gxcess of the pre=-war Bdorm in relation to the national income,
and the maintenance of a cheap noney pollcy undoubtedly contribute
to this inflationary proessurc, but the primary cause 1s to be
found in the cxceptionally high level of investument cxpenditure
eritailed in the Norweglan reconstruction programmes - The level®
of nct investment In Norwoy (25% of tho nationnl income in 1949)
ig onc of thoe highest in Burope. This exceptionally high
invegtment progromme whiech is corcfully plannced so as to make

the maximum contributlon to viability by ecxpending jroduction
capacity in the export trade ernnot be radically reduced without
imonairing to some eoxtent Worway's nrospects of balancing her
cxtoernal accounts by tho cnd of the I.R.E. period., MNorenver, 1t
is clecor that Norway, whilce cxercising come control o or consump-
by meons of rationing and high taxaetion, and over investment by
means of control of building licences ond selocetive credit
control, depends to o conelderable extent en import liccnsing as
o meang of kooplng within bounds both investment and consumption
cxponditure, Her reoliance on this instrument is favourcd by the
fact that sc large a proportion of her supplies of manufactured
goods, both for consumpticn and. for invesiment, arc obtained from
abroad, ‘

204 Nevertheloss, if Norwey is eviér to make progress bowards
the ultimate goal of full liberalisation, she must find ways of
restricting the leovel citheor of consumption or of invesbment
expenditure by means which do not involve the restriction of
Imports, From informatison given to the Committec 1t would:
anncar that Norway is already making considerable steps in this
dircction by reducing the gevernmental scetor of the Investment
progromme, by increacsing taxation, and by curteiling ccertain
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types of crcdit, This contraction has beon forced upon hor by

tho prospect of dwindling external financial assistange It
scuns to the Committeco t%at in the intorest of lleP911°”@ion,
the Norwegian Government gl ulﬂ intensify ‘its efforts in this

dirbctl)n._
2ls So far as the Committeec is in = pﬁSltlon to judge, the
rrimary significance of Norwayts imrort rceastrictions would scem

to lic in the contr:al whicl: the Norwegian G vernmont is thercby»
cnablad to exeorcisce over the volume and comoosition of consumptilon
and investment domand, rather than in eny protectionist effects;
though In certain scctors, c.0. toxtiles, sueh effects may have
somc Importancao,

i
i

Z‘O

2 The Committec wos inclined to think thwat the c¢ffcets of
a partial liboralisati-on in the ficld of ships and nachincry

micht be loss adverse than the offcets of o compers ble libe ralzsa-
tion in the ficld of econsumnticn in so far as

(a) the svponly situation night reduce thoe probability that
liberalisction results in a very large expansion of
imports, and

(b) in so far aos such an expnangicn of imports were to giVL
rise te bhalance of payments difficultics which nccessi-
toted their subscquently heing uuupbnduu’ the werst
that could have happencd would. be a tomnorary distortion
of the investrment programuc, rotlhicr than ohn unccossary -
curteilment of Ity ‘ ' ' '

COLCTUS IO

The Committeo wds of the cpinion thet, in vicw of the current
bola nee off rayments cutlook, Norway wos juswffi;ﬂ in claiming
inability to attain o level of 609 liberalissition in manufacturcd
goodss On the other hand, tho present level o llbvrﬂliémtl“n in
this category, namoly, £9.4% soumed to thoe Commititce to be -unjus -
tifiabhly low. Wrilc 1t was imnossible to be surce that an extension
of libcralisation In this ecctogory would not involve Norway in-:
balonce of poyments CGifricultics at some later dote the Committoe’
considercd thrt it waes the duby of 21l governments to take reason-
able risks In the intercot o liborolisction, Thoy belicved that
NHorwey could rcasonubly be cxopoetod to advance its norcentage of
liberalisation in the manufoctured roods ucrfur forthwith to the
lovel of 40%, on alveonce of approximotely 10%, thus raising its
coverall percontozé of libewralisaticrn from 44,77 to 52%

o

oY

ey '__'
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On the basis of the rcoult of previcus liberalisaticn in
Nerway, 1t seemoed to thom pessible for the Norweglen Government so
to selocet the sectors te be liberalised as to involve an incrcase
in imports from participants of less than 15 million dollars which,
if financed out of thoe sccond tranche off B.P.U. crodits, would
cntall a posalble gold and dollar cost of less than 3 million
dollars, fThe Committeco wisched to add thet it Med arrived at this
view in the light of the current situation only and that it in
no woy prejudlcees any view thot may bo token of Norway's position
in rogpeet of the 76% stage of liberalisation,

Paris, l4th November, 19850,

Mys CHRISTIDIS
Mr. FPLEMING Mr. PRTIS

L [whe

Mr. GOETZ r. KLOSS
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